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65

Problem Relating to Stock with
No Par Value
THE Star Specialty Corporation was organized August 31, 1917, under the
laws of the State of New York providing
for the organization of corporations with
stock having no par value. The capital
stated in the charter as the amount with
which the corporation was to conduct business was $150,000. The capital stock
authorized consisted of 1,000 shares of preferred with a par value of $100 each and
1,000 shares of common having no par
value.
On September 1, 1917, the corporation
took over from a predecessor company called
the Star Specialty Company, a corporation
organized under the laws of the State of
Delaware, all the assets of the company, including certain patents and patterns, and
any good-will which might have existed.
The directors of the successor company
placed a value of $150,000 on the assets
acquired; the company assumed, in accordance with the agreement, liabilities of the
predecessor company in the amount of, $25,
000; and there was issued to the predecessor
company, in settlement, 500 shares of the
preferred stock and all the common stock.
Among the assets received were cash $10,
000; accounts receivable $8,000. The balance between the total of these amounts and
the value of the total assets was assigned
to good-will, patents, and patterns.
The operations for the year ended August
31, 1918, resulted in a loss of $8,500.
Y o u are asked to prepare a balance sheet
after the opening entries have been made,
and to show how the deficit from operations
should be treated, in preparing the balance
sheet at the end of the first year's business.

